
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

Ir * * *  * 

In the Matter of: 

) CASE NO. 9 0 0 3  AN ADJUSTMENT OF RATES OF 
COLUMBIA GAS OF KENTUCKY, I N C .  

ORDER ON REHEARING 

On October 18, 1 9 8 4 ,  t h e  Commission i s s u e d  i ts Order 

g r a n t i n g  r a t e s  for  Columbia Gas of Kentucky,  Inc. ( "Co lumbia" ) .  

The Commission has received p e t i t i o n s  for  r e h e a r i n g  from Columbia ,  

t h e  A t t o r n e y  G e n e r a l  ("AG") and Eaton  C o r p o r a t i o n  ( " E a t o n " ) .  

On November 58 1984, Calgon  Carbon  C o r p o r a t i o n  ("Calgon")  

f i l e d  a l e t te r  w i t h  t h e  Commission in which it protested the 

i n c r e a s e  i n  Co lumbia ' s  t r anspor t a t ion  rate.  Ca lgon  asserts t h a t ,  

as a result of t h e  increase i n  the t r a n s p o r t a t i o n  r a t e ,  it may be 

f o r c e d  t o  s e e k  a l t e r n a t e  f u e l s  for u s e  i n  i ts C a t l e t t s b u r g ,  

Kentucky,  p l a n t .  Having n e v e r  f o r m a l l y  r e q u e s t e d  to i n t e r v e n e ,  

Calgon is n o t  p r e s e n t l y  a p a r t y  to  t h i s  case. However, i n  order 

t o  a l l o w  Ca lgon  to  properly p r e s e n t  i ts  a r g u m e n t s  o n  this issue, 

t h e  Commission w i l l  t r ea t  C a l g o n ' s  l e t t e r  o f  November 5 ,  19848 as 

a late-fi led p e t i t i o n  t o  i n t e r v e n e  and  g r a n t  Ca lgon  f u l l  

i n t e r v e n o r  s t a t u s  for purposes of r e h e a r i n g  i n  t h i s  case. 

I n  t h i s  Order, t h e  Commission has addresecd t h e e e  p c t f t i o n e  

on r e h e a r i n g .  



On November 7 ,  1984, Columbia f i l e d  a p e t i t i o n  for 

r e h e a r i n g  i n  C a s e  No. 9003 " . . . s o l e l y  to  correct w h a t  Columbia  

b e l i e v e s  to be an i n a d v e r t e n t  error commi t t ed  by t h e  Commission 

w i t h  r e g a r d  t o  t h e  f e d e r a l  income t a x  computation u s e d  i n  

developing the j u s t  and reasonable r e v e n u e  level for Columbia." 

Columbia p r e s e n t e d  t h r e e  bas ic  arguments  for i ts  p o s i t i o n  o n  t h i s  

i s s u e .  

F i r s t ,  Columbia  s t a t e d  t h a t  t h e  t e s t  p e r i o d  per books 

n e g a t i v e  income t a x  expense and t h e  a d j u s t e d  test p e r i o d  n e g a t i v e  

income t ax  expense  i n d i c a t e s  a n e t  o p e r a t i n g  loss d u r i n g  t h a t  

p e r i o d .  Second ,  t h e  Commission has p r e v i o u s l y  r e c o g n i z e d  ( i n  Case 

No. 8 2 8 1 ,  An A d j u s t m e n t  of R a t e s  of Columbia  Gas of K e n t u c k y ,  

f n c . )  t h a t  t h e  i n c l u s i o n  of a t e s t  p e r i o d  negative f e d e r a l  income 

t a x  e x p e n s e  was m i s l e a d i n g ,  and  t h i r d ,  t h e  i n c l u s i o n  of a n e g a t i v e  

income tax w a s  n o t  an i s s u e  i n  t h i s  p r o c e e d i n g .  A l t h o u g h  it can  

be a r g u e d  t h a t  income taxes are a d e f i n i t e  and  log ica l  c o n s e q u e n c e  

of all other o p e r a t i n g  s t a t e m e n t  l i n e  i t e m s ,  and  s u b s e q u e n t l y  

c o n s t r u c t i v e  n o t i c e  e x i s t e d ,  t h e  Commission v i e w s  t h e  departure  

from procedures  u t i l i z e d  i n  C a s e  N o .  8 2 8 1  s i g n i f i c a n t  enough  t o  

raise some c o n c e r n  a s  to whether Columbia was afforded complete 
l e g a l  due process o n  t h i s  i s s u e .  Therefore, t h e  Cornmieraion is of 

t h e  o p i n i o n  t h a t  Columbia  s h o u l d  be g r a n t e d  a r e h e a r i n g  so 

Columbia may p r e s e n t  i t s  v i e w p o i n t s  o n  t h e  i s s u e  of income t a x  

e x p e n s e .  

The AG i n  i ts p e t i t i o n  f i l e d  November 7 ,  1984 ,  r e q u e s t e d  

r e h e a r i n g  o n  three issuee: t r a n s p o r t a t i o n  r e v e n u e s ,  tariff 

o v e r s t a t e m e n t  a n d  t h e  C o m m i s s i o n '  B d e t e r m i n a t i o n  of r a t e  d e s i g n  
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r e s u l t i n g  i n  a r e d u c e d  IUS T a r i f f  for C o l u m b i a ' s  w h o l e s a l e  

GUS tomers . 
F i r s t ,  c o n c e r n i n g  t h e  A G ' s  request r e g a r d i n g  t r a n s p o r t a t i o n  

r e v e n u e s ,  t h e  AG was c o n c e r n e d  t h a t  no  increase was applied t o  

Columbia's t r a n s p o r t a t i o n  r a t e .  The Commission d i d  apply $ 2 5 2 , 7 8 0  

of t h e  r e v e n u e  i n c r e a s e  to  t h e  t r a n s p o r t a t i o n  c h a r g e .  T h i s  amount 

was d e t e r m i n e d  u s i n g  test  y e a r  b i l l i n g  d e t e r m i n a n t s .  D u r i n g  the 

test year, t r a n s p o r t a t i o n  r e v e n u e s  were $252,780 (631 ,950  Mcf a t  

4O~z!/Mcf) a n d  i n  t h e  C o m m i s s i o n ' s  O r d e r  the t ranspor ta t ion  revenues  

were i n c r e a s e d  to $505,560 (631 ,950  M c f  a t  80~z!/Mcf). T h e r e f o r e ,  

t h e  Commission f i n d s  t h a t  n o  r e h e a r i n g  s h o u l d  be g r a n t e d  o n  t h i s  

issue. 

S e c o n d ,  t h e  AG was c o n c e r n e d  t h a t  t h e  rates and c h a r g e s  i n  

Appendix A to t h e  Commission's O r d e r  overstated the revenue 

i n c r e a s e  t o  Columbia by  a p p r o x i m a t e l y  $2 m i l l i o n .  The AG, i n  i t a  

a n a l y s i s  of t h e  t a r i f f s ,  m u s t  have failed to  consider t h e  roll-in 

of c h a n g e s  i n  t h e  cost of gas. On page 1 of Appendix A to the 

Commission's Order, the Commission stated:  

The f o l l o w i n g  r a t e s  and  charges h a v e  i n c o r p o r a t e d  
a l l  c h a n g e s  t h r o u g h  PGA Case No. 8738-K. 

Normel ized  r e v e n u e  and t h e  r e v e n u e  r e q u i r e m e n t  i n  the body of t h e  

O r d e r  were based on ra tes  and  c h a r g e s  i n  e f f e c t  i n  PGA Case No. 

8738-H. The C o m m i e a i o n  incorporated the increased and  decreased 

c h a r g e s  p r o d u c e d  by PGAs 8738-1, J, and  K which had t h e  n e t  

o v e r a l l  e f fec t  of i n c r e a s i n g  g a s  cost  by 0.9# per Mcf. Based on  

t h e  22 ,160 ,013  H c f  o f  g a s  sales  d u r i n g  t h e  t e s t  period, the n e t  

c h a n g e  of 8.9# per Mcf p r o d u c e d  a n  i n c r e a s e  f o r  this p e r i o d  of 
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a p p r o x i m a t e l y  $ 2  m i l l i o n .  T h u s ,  t h e  Commiss ion ' s  ra tes  and 

charges as set  o u t  i n  Appendix A of i ts  O r d e r  were correct as 

s t a t e d  and w o u l d  n o t  p r o d u c e  excess r e v e n u e s  f o r  Co lumbia .  

T h e r e f o r e ,  t h e  A G ' s  p e t i t i o n  f o r  r e h e a r i n g  o n  t h i s  issue is 

d e n i e d .  

T h i r d ,  the AG r e q u e s t e d  r e h e a r i n g  o n  t h e  Commiss ion ' s  r a t e  

d e s i g n  and i t s  IUS w h o l e s a l e  ra te  i n  Appendix A a p p a r e n t l y  u n d e r  

t h e  i m p r e s s i o n  t h a t  t h i s  c h a n g e  created s i g n i f i c a n t  r e v e n u e  impact 

o n  o t h e r  c u s t o m e r  classes,  which  is  n o t  the case because of t h e  

small vo lumes  s o l d  u n d e r  the IUS t a r i f f .  T h i s  change  i n  t h e  IUS 

t a r i f f  rate r e s u l t e d  i n  o n l y  a p p r o x i m a t e l y  $158,000 to be borne by 

the o t h e r  customer classes. T h e r e f o r e ,  a l t h o u g h  t h e  Commission is 

p r e s e n t l y  of t h e  o p i n i o n  t h a t  t h e  IUS t a r i f f  as e s t a b l i s h e d  i n  its 

O r d e r  is r e a s o n a b l e  and  supported by t h e  record, it w i l l  g r a n t  

r e h e a r i n g  o n  t h i s  issue.  

On N o v e m b e r  9, 1984, Eaton f i l e d  a p e t i t i o n  for r e h e a r i n g  

o n  t h e  Commission's d e t e r m i n a t i o n  of a t r a n s p o r t a t i o n  r a t e  for 

Rate S c h e d u l e  DS of SO# per Mcf. The C o m m i s s i o n  w i l l  h e r e i n  g r a n t  

E a t o n  rehearing on this i s s u e .  P u r s u a n t  t o  t h e  discussion above, 

t h e  Cornmission w i l l  permit Calgon to i n t e r v e n e  i n  t h e  r e h e a r i n g  

process o n  this ra te  as its c o n c e r n s  a r e  s i m i l a r  to  those of 

Eaton .  

IT IS THEREFORE ORDERED t h a t  C o l u m b i a ' s  p e t i t i o n  for 

r e h e a r i n g  is g r a n t e d .  

IT IS FURTHER ORDERED t h a t  t h e  A C ' s  p e t i t i o n  for r e h e a r i n g  

is d e n i e d  w i t h  t h e  e x c e p t i o n  of t h e  i s e u e  r e g a r d i n g  the IUS 

wholesale t a r i f f .  
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IT IS FURTRER ORDERED that Calgon be and it hereby is 

granted full intervention in t h i s  case for purposes of rehearing. 

IT IS FURTHER ORDERED that Eaton's and Calgon's petitions 

for rehearing are granted on the issue of the transportation rate 

of 8Op! per M c f  set out in Appendix A to the Commission's Order of 

October 10, 1984 .  

IT IS FURTHER ORDERED that the parties granted rehearing on 

the issues st.ated above s h a l l  file any additional testimony within 

30 days from the date of this Order. 

IT IS FURTHER ORDERED that another Order setting the date 

and time for rehearing in this matter will be i s s u e d  at a later 

date . 
Done at Frankfort, Kentucky, this 21st day of November, 

1984.  

PUBLIC SERVICE COMHSSSION 

ATTEST t 

Secretary 


